Methodology and Computing in Applied Probability (2021) 23:1077-1096
https://doi.org/10.1007/511009-020-09804-y

®

Asymptotic Results for the Absorption Time Check for
of Telegraph Processes with Elastic Boundary updates
at the Origin

Claudio Macci' - Barbara Martinucci? - Enrica Pirozzi3

Received: 6 February 2020 / Revised: 6 February 2020 / Accepted: 12 June 2020 /
Published online: 28 June 2020
© Springer Science+Business Media, LLC, part of Springer Nature 2020

Abstract

We consider a telegraph process with elastic boundary at the origin studied recently in the
literature (see e.g. Di Crescenzo et al. (Methodol Comput Appl Probab 20:333-352 2018)).
It is a particular random motion with finite velocity which starts at x > 0, and its dynamics
is determined by upward and downward switching rates A and w, with A > u, and an
absorption probability (at the origin) o € (0, 1]. Our aim is to study the asymptotic behavior
of the absorption time at the origin with respect to two different scalings: x — oo in the
first case; u — oo, with A = Bu for some B > 1 and x > 0, in the second case. We prove
several large and moderate deviation results. We also present numerical estimates of 3 based
on an asymptotic Normality result for the case of the second scaling.
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1 Introduction

The (integrated) telegraph process is an alternating random motion with finite velocity, and
has several applications in different fields (for instance in physics, finance and mathematical
biology). The literature on the telegraph process and its generalizations is quite large. In this
paper we refer to a recent model with elastic barrier studied in Di Crescenzo et al. (2018),
where it is possible to find several references. Here we only recall some of them.

We start with some references that studied the solution of the telegraph equation; see e.g.
Goldstein (1951) and Kac (1974). Among the first references that studied some probabilis-
tic aspects, we recall (Orsingher 1990) and (Foong 1992). Moreover we also cite Orsingher
(1995) and Ratanov (1997) where the telegraph process in the presence of reflecting and
absorbing barriers was investigated. Among the more recent references with some gen-
eralizations, we recall (Stadje and Zacks 2004) for a model with random velocities, Di
Crescenzo and Martinucci (2010) for a damped telegraph process, Crimaldi et al. (2013)
for a model driven by certain random trials, Di Crescenzo and Zacks (2015) for a telegraph
process perturbed by a Brownian motion, De Gregorio and Orsingher (2011) and Garra and
Orsingher (2014) for certain multivariate extensions, and Ratanov (2015) for a model with
jumps having some interest in finance. Finally, since in this paper we prove results on large
deviations, we also recall (Macci 2016) (see also some references cited therein) and the
previous paper (Macci 2011).

We also cite some references on stochastic processes with elastic barriers: Dominé
(1995) and Dominé (1996) for the Wiener process, Giorno et al. (2006) for some diffusion
processes and, more recently, Jacob (2012) and Jacob (2013) for the Langevin process.

Now we describe the stochastic process studied in Di Crescenzo et al. (2018). It repre-
sents a random motion of a particle on the half-line [0, 0co). The particle moves up and down
in an alternating way; moreover it has velocity 1 for the upward periods, and it has velocity
—1 for the downward periods. Initially the motion proceeds upward for a positive random
time U; and, after that, the particle moves downward for a positive random time D1; more-
over the motion alternates the random times U,, D», U3, D3, ..., where {U, : n > 1} and
{D,, : n > 1} are independent sequences of i.i.d. positive random variables. Furthermore,
when the particle hits the origin, it can be either absorbed or reflected upwards with prob-
abilities @ and 1 — «, respectively (here « € (0, 1) but, actually, the case « = 1 is also
allowed). More precisely, if during a downward period D, say, the particle reaches the ori-
gin and it is not absorbed, then instantaneously the particle starts an upward period for an
independent random time U1 1. We also remark that, here, we restrict our attention on the
case in which the random variables {U, : n > 1} and {D,, : n > 1} are exponentially dis-
tributed with parameters A and pu, respectively; moreover we assume that A > p and this
guarantees that E[D] > E[U/].

In particular we are interested in the random variable Ay = A, (A, u), i.e. the absorption
time of the particle when it starts at x; see equation (2) in Di Crescenzo et al. (2018). The
aim is to study the asymptotic behavior of that random variable with respect two different
scalings:

® Scaling 1: x — o0;
® Scaling 2: © — o0, and A = B for some fixed B > 1 and x > 0.

This will be done by referring to the theory of large deviations (see e.g. Dembo and Zeitouni
(1998) as a reference on this topic). This theory allows to give an evaluation of probabilities
of rare events on an exponential scale. Some preliminaries on this topic will be recalled in
the next Section 2.
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Some of these asymptotic results concern moderate deviations; this term is used in the
literature when one has a class of large deviation principles which fills the gap between
the convergence to a constant (typically governed by a large deviation principle) and an
asymptotic Normality result (see Remarks 3.1 and 4.2). Interestingly in this paper we can
also present a non-central moderate deviation result as u — oo stated in Proposition 4.3;
this means that we have a class of large deviation principles that fills the gap between
the convergence to a constant and the weak convergence to a non-Gaussian limit (see
Remark 4.4).

In this paper we also present some numerical estimates for § (approximate confidence
intervals and point estimations) obtained by simulations and based on an asymptotic Nor-
mality result as . — oo; moreover, as far as the scaling 1 is concerned, we also study the
case in which the particle starts at some independent random point Y (x).

We conclude with the outline of the paper. We start with some preliminaries in Section 2.
The results are proved in Section 3 (for the scaling 1) and in Section 4 (for the scaling 2).
Finally, in Section 5, we present the numerical estimates.

2 Preliminaries

We start with some preliminaries on large deviations. Then we conclude with some details
on the model studied in Di Crescenzo et al. (2018); actually we recall some preliminaries
on the absorption time Ay = Ay (A, u).

2.1 Preliminaries on Large Deviations

We start with some basic definitions (see e.g. Dembo and Zeitouni (1998), pages 4-5). Let
Z be a topological space equipped with its completed Borel o-field. A family of Z-valued
random variables {Z, : r > 0} (defined on the same probability space (€2, F, P)) satisfies
the large deviation principle (LDP for short) with speed function v, and rate function I if:
lim, _, 50 v, = 00; the function I : Z — [0, oo] is lower semi-continuous;

1
limsup—log P(Z, € F) < — mf I (z) for all closed sets F'; €Y

n—oo Ur
hmlnf— log P(Z, € G) > — 1nf 1 (z) for all open sets G. 2)

r—>00 v,

A rate function [ is said to be good if its level sets {{z € Z:1(z) <n}:n > 0}are
compact.

Throughout this paper we prove LDPs with Z = R. We recall the following known result
for future use.

Theorem 2.1 (Girtner Ellis Theorem (on R); see e.g. Theorem 2.3.6 in Dembo and Zeitouni
(1998)) Let {Z, : r > 0} be a family of real valued random variables (defined on the same
probability space (2, F, P)). Assume that the function A : R — (—o00, 0o] defined by
: 1 vr$SZ,
A(s) := lim —logE [e r ’] (for all s € R)

r—00 v,

exists, and it is finite in a neighborhood of the origin s = 0. Moreover let A* : R — [0, 00]
defined by

A*(2) := sup{sz — A(s)}.
seR
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Then: Eq. 1 holds with [ = A*; a weak form of Eq. 2 with [ = A* holds, i.e.
1
liminf — log P(Z, € G) > — inf A*(z) for all open sets G
r—00 v, 2€GNE

where & is the set of exposed points of I (namely the points in which I is finite and strictly
convex); if A is essentially smooth and lower semi-continuous, then the LDP holds with
good rate function I = A*.

We also recall that A in the above statement is essentially smooth (see e.g. Definition
2.3.5 in Dembo and Zeitouni (1998)) if the interior of the set Dy := {s € R : A(s) < o0}
is non-empty, if it is differentiable throughout the interior of that set, and if it is a steep
function (namely |A’(s)| tends to infinity when s in the interior of Dy approaches any finite
point of its boundary).

2.2 Preliminaries on the Model
We start with a slight correction of Proposition 9 in Di Crescenzo et al. (2018) for the

moment generating function of the absorption time Ay = A, (X, u). In what follows we
consider the function

|
Als: h ) :zi(x—u—\/(x+u—2‘s)2—4m) 3)

_ 2
fors < M Throughout this paper we use the symbols A’(s; A, u) and A”(s; A, w)

for the first and the second derivatives of A(s; A, i) with respect to s.

Remark 2.1 (The moment generating function of Ay = A,(A, n)) Proposition 9 in
Di Crescenzo et al. (2018) provides an expression of the moment generating function
sAy (A1) («/X—\/ﬁ)z .. C e . .

E [e xlAp ] when s < ———>—= (it is equal to infinity otherwise). Actually a possible
further restriction on s is needed, i.e. (1 — a)E[¢*C0] < 1, where E[¢°€0] is the moment
generating function of the renewal cycles {Cp; : i > 1} introduced in Di Crescenzo et al.

_ 2
(2018). Then, since E [esCO] 0 \/% ass 1 M we distinguish two cases:

o if(l—a) \/g < 1 or, equivalently, if « > 1 — \/g , then we recover the expression in
Proposition 9 in Di Crescenzo et al. (2018), i.e.

XA(s;h,/0) A— 2
sAx (i) 2ake fors < S /m
E | =L o @—1)4rtu—2s+4/ Otp—25)2—4rp
00 otherwise;

e if(l1-— a)\/g > 1 or, equivalently, if « < 1 — %, then we have

Q(X)\e,rA(.\'zA.p.)

E [gSAx@vﬂ)] = 20(a—D)+r+pu—2s+~/(Apu—25)2—4rp
o) otherwise,

fors < §S(A, u, o)

2
where S(A, u, o) 1= “()‘2(%1_:)2)_”) € (0, WA 2@ ]; in particular we have §(A, u, @) =

_ 2
M if (1 — a)\/g = 1 or, equivalently, if & = 1 — \/%

@ Springer



Methodology and Computing in Applied Probability (2021) 23:1077-1096 1081

Now we discuss some technical details on the function A(-) = A(-; A, u) (in particular
the concept of steepness in the definition of essentially smooth function).

Remark 2.2 (Some properties of A(-; A, u)) The function A(-) = A(-; A, n) plays a cru-

cial role in some applications of the Gértner Ellis Theorem in this paper. In particular, by
referring to Remark 2.1, it is a lower semi-continuous function if ¢ > 1 — %, and it is an

essentially smooth function if @ > 1 — /%.

In view of some results presented below, we compute the following Legendre transforms:

A*(z: A, p) i=supfsz — A(s; A, )} = sup  {sz— A(s; A, w)}
seR (i ym)?
S=——
and, if we consider §(A, i, o) in Remark 2.1 fora < 1 — %
A*(zs o) == sup  {sz — A(s; A, w)).

S<S(h,1,a)
Lemma 2.1 (Computation of Legendre transforms) We have

Ninn = f 1 (VEZ DR VG DDRNEES

o0 otherwise.

Moreover; fora < 1 — \/g, if we set Z(A, i, @) = \/(A::i;?i(;’;)‘;;i“# for SO, 1, @)
as in Remark 2.1, then
A*(z3 h, ) fz<zZ(r, p,a)

* . —
Az h o) = {5()\’ w, )z — A, , a); A, ) otherwise
) ifz <1

= %(«/(Z—l)k—\/(erl)u)2 ifl<z<Z( u,a)
SO, )z — AGSO, w,a); A, ) ifz > Z(h, 1, ).

Proof We start with the first statement concerning A*(z; A, ). For z > 1 one can check
that the equation z = A’(s; A, ) has solution s = s, := % (A + u —2z,/ %)’ and
A*(z A, ) = 5.2 — A(sgs Ay )
yields the desired expression; for z < 1 one can check that
A%z h, p) = lim sz — A(s; A, ),
§S—>—00

which yields again the desired expression (one has to distinguish the cases z = l and z < 1).

For A*(z; A, i, o) we proceed in the same way, and we omit some details. Some compu-
tations coincide with the ones presented above but, if s, above is larger than s (A, i, ), then
the supremum is attained at s = §(A, i, o). Moreover one can check that s, > §(A, u, @)

if and only if z > Z(X, i, ). The desired expression can be checked with straightforward
computations. O

Finally, in the next Remark 2.3, we recall some formulas already presented in Di
Crescenzo et al. (2018); actually we give the corrected expression of the variance.
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Remark 2.3 (A correction of a variance formula in Di Crescenzo et al. (2018)) Here we
give the correct version of some formulas in Di Crescenzo et al. (2018). More precisely we
mean the n-th moments of C,, and A, i.e.

h
A iy 2"n! - A4
E[C"] = (A—p) _
= (A+uw§:< W@—vﬂﬂ>

h=0
<1—|—n—h 24n—nh dhp )
X 2 F s )25
2 2 A+ p)?
(- fol jl2 j.i Vi— i
XZ[ ] j!(h)zFl _h’_§’§+1 h; <f—|—f
and
- 2 " BA(a — 1))
E[A"] = 2ainle? M) - —
[Af] alnle hg(:)( (\/X—\/ﬁ)z) (@ha(u + Ma — 1))yi—h+
n—h m
2A1 oapn 4+ ai(oe —1)
20+ 20(a — 1
X[“+ R v (w—n@+m>
9 2Fl<m+l’m+2;2; 4ru )]
2 2 (A + w)?

+00 i . 2
(A—MM]’1<N§ -, (V=
Al s - —7,7+1 by | ——Y=

Xg[ 2 it\n )2 22 Vi+ i

In particular we also recall the correct expressions in Proposition 12 in Di Crescenzo et al.
(2018) (actually only the variances should be corrected):

E[Cx] = w and Var[Cx] — w7
Aon (.~ w)?
2 J—
E[A,] = % and Var[A,] = 40+ ZXEU;CL“ /L—;Zz(za 1)) 4)

3 Asymptotic Results Under the Scaling 1

We start with the standard large deviation result.

Proposition 3.1 (LD as x — 00) Assume thatoa > 1 — \/g Then the family {% x> 0}
satisfies the LDP with speed x, and good rate function I, defined by I1(z) := A*(z; A, ).

Proof 1t is easy to check (by taking into account Remark 2.1) that

1 ,
lim - logE [ebAX()"“)] = A(s; A, ) (forall s € R).

X—>00 X

Then, by taking into account Remark 2.2, the desired LDP holds by a straightforward
application of the Girtner Ellis Theorem. O
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Note that % converges to zj = HZ almost surely as x — oo (this can be checked

in a standard way notlng that the rate function /1 uniquely vanishes at z;). Moreover z; =
A©O; 1, pn) = hm Fmally z1 can be seen as the abscissa of the intersection (in the

1
Xy plane) of the lines y =0and y = 1 —I— , ‘- X. A version of Proposition 3.1 concerning
"

thecasea < 1 — \/; will be illustrated in Remark 3.2 (case r = 1).

Now we present the moderate deviation result. As it typically happens, we have a class
of LDPs governed by the same quadratic rate function (i.e. I;). Moreover this class of LDPs
fills the gap between a convergence to zero and a weak convergence to a centered Normal
distribution; see Remark 3.1 for some details and comments.

Proposition 3.2 (MD as x — oo) For every family of positive numbers {ex : x > 0} such

that
gy — 0and xe, — o0, ®))
the family [% X > 0} satisfies the LDP with speed 1/¢y, and good rate function
22 "0y __8u
11 defined by 11 (z) = m, where A"(0; A, u) = e

Proof 1t suffices to show that

lim
X—>00 l/g)C

N Ax—lE[AX]] M 2 (forall s € R);

logE |:e e Valex >

in fact the limit is a finite and differentiable function (with respect to s € R) and, noting that
A2 )

L(z) = -
1(2) sup{sz 5

} (for all z € R),
seR

the desired LDP is a straightforward application of the Girtner Ellis Theorem.
We remark that

L ool | e 78 log E [ ¢ i 4 S _RlA
1ex og [e~ x/ex ]_5X<og [e ]—m [ X])

and, since F is close to zero for x large enough, it is easy to check (by the expressions
of the moment generating function in Remark 2.1 and by Eq. 3) that

lim
X—00 1/8x

N N
li Al —; A, - E[A
dimen (1 ( iinon) = i)
, s s E[A]
1 Al —; A, - — ).
xinoloxgx( <4/x8x M) JXEY X )

Now we take into account the Mac Laurin formula of order 2 for the function A(-; A, ®),
and we have

5 Ax—E[Ay]
logIEI:e“ Valex ]

lim
X—>00 /5x

E[A A" (0; X, 2 2
= lim xe, ((A/(O;A,u)— [ "]> I CR O R +0<S ))
x—>00 X XEy 2 XE&y X&y

@ Springer
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where, by the mean value in Eq. 4,

E[A A 2 A 2
A (O ) — [Add _At+p  24+a@+wx :
A—u a(A — p)x a(A — px
thus
s Ax—E[Ay] 25/ A" (0; X, 2
lim logE [ e Va/ex = lim — SVrEx + ( W 52 + xexo0 i
x—o00 /ey x—oo  a(A— u)x 2 XEx
A" (0; A 2s./
B L L S T VL
2 r=00 (A — p)/x
2 "
A" (O; A,
—l—xexo( i ) = Msz.
Ex 2

O

Remark 3.1 (Typical features on MD in Proposition 3.2) The class of LDPs in Proposition
3.2 fills the gap between the two following asymptotic regimes as x — 0o:

® the convergence to zero of % (case g, = 1/x);
® the weak convergence of % to the centered Normal distribution with variance
A" (0; A, ) (case g, = 1).

In both cases one condition in Eq. 5 holds, and the other one fails. We also note that, by
taking into account the variance expression in Eq. 4, we have A”(0; A, u) = lim %.
X—>00

We conclude this section by considering a generalization of Proposition 3.1 with an inde-
pendent random perturbation Y (x) of the initial state x under suitable hypotheses collected
in Condition 1 below; this generalization will be given in Proposition 3.4, and it will be fol-
lowed by some remarks and comments. We start with the following slight generalization of
Proposition 3.1 where the initial state is modified in a deterministic way; we recover the
case in that proposition by setting r = 1.

Proposition 3.3 (Slight extension of Proposition 3.1) Assume that « > 1 — \/g and let

r > 0 be arbitrarily fixed. Then the family [Axﬂ X > O} satisfies the LDP with speed x,

and good rate function I (-; r) defined by I1(z; r) := rA*(z/r; X, ).

Proof 1t s easy to check that
1
lim — logE [eSArMW] — rA(s; A, ) (forall s € R)
xX—>00 X

(it is a slight modification of the analogue limit in the proof of Proposition 3.1 where
r = 1).Then, by taking into account Remark 2.2, the desired LDP holds by a straightfor-
ward application of the Girtner Ellis Theorem. In fact the governing rate function 71 (-; r) is
defined by

I1(z;r) :=sup{sz — rA(s; A, w)} = rsup{sz/r — A(s; A, W},
seR seR

and this coincides with the rate function in the statement of the proposition. O
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Arguing as we did just after Proposition 3.1, we can say that 42 converges to rz; =

A

L=

almost surely as x — oo (and the rate function I (-; r) unlquely vanishes at rzp).

Remark 3.2 (Versions of Propositions 3.1 and 3.3 with exposed points) Here we discuss
what happens when we consider the inequality « < 1 —\/g in Proposition 3.3 (and therefore

in Proposition 3.1 for the case » = 1). We have to consider some items in the second part of
Lemma 2.1 and, by the Gértner Ellis Theorem, we have

A
lim sup— log P ( ™ ) < — in}fErA*(z/r; A, i, ) for all closed sets F'
X z€

x—>o00 X

and

1 A
lim inf— logP( ~ ) > — inf rA*(z/r; A, u, ) for all open sets G
X—>00 X X zeGNE

where & = (rZ(A, u, @), 00) is the set of exposed points of rA*(-/r; A, u, ). Note that
rZ(A, i, @) > rzy, and therefore both r A*(-/r; A, i, &) and I, (-; r) uniquely vanish at rz;.

Now we introduce the condition on the random perturbation of the initial state.

Condition 1 Let {Y(x) : x > 0} be a family of nonnegative random variables and assume
that there exists the function ¥y : R — (—o00, oo] such that
1
Wy(s) == lim flogIE[esy(x)]
X—>00 X
for all s € R. The function Wy is nondecreasing by construction; so we consider the set
={s e R: ¥y(s) < oo},
and we assume that either Dy = R or, for some § > 0, Dy = (—00,5) or Dy = (—o0, §]

(note that (—oo, 0] C Dy).

We remark that Condition 1 holds when {Y(x) : x > 0} belongs to a wide class of
nondecreasing (with respect to x) Lévy processes, also called subordinators; in this case we
have Wy (s) := log E[e*Y(D]. For instance we recall the following examples of infinitely
divisible distributions concerning the random variable Y (1).

Distribution parameters Dy Wy (s) fors € Dy Wy (0) Wwy(0)
Poisson A>0 R A’ —1) A A
Gamma 20>0  (—00,5), §=0 y log 5% 2 9%

Inverse Gaussian E>0 —00,5], § = % £ — JE2 - 25 %-—1 5—3

So now we are ready to state the main generalization of Proposition 3.1.
Proposition 3.4 (Extension of Proposition 3.1) Assume thato > 1—/ % and that a process

{Y(x) : x = 0}, independent of {Ax : x > 0}, satisfies Condition 1. Moreover let Ay be the
Sfunction defined by

Ap(o) = | PrAGE R ) for AG: i) € Dy and s < i
otherwise,
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and assume that it is essentially smooth. Then the family {% TX > 0} satisfies the LDP

with speed x, and good rate function A, defined by A} (z) := supscr{sz — Ay (s)}.

Proof We compute the moment generating function of Ay by considering the well-
; sAy ) (i) — A,

known equality E [e*470®W] = E [IE [esArC “)]|r=Y(x)

of the moment generating function in Remark 2.1, we get

]. Moreover, by the expression

. 20AE[e! DAGH 0] for s < Wy’
E [es r(( *“)] = { Dn(a—D)Frtu—2s4+/ Otr—25)2—4rp = 2
00 otherwise.

So, by Condition 1, we get
1
lim - logE [emwﬂkw] = Ay(s) (forall s € R),
X—>00X
where Ay is the function in the statement of the proposition. In conclusion, since Ay is an

essentially smooth function, the desired LDP holds by a straightforward application of the
Girtner Ellis Theorem. O

Now we present some remarks and comments on Proposition 3.4. In what follows we
assume that the function Wy is differentiable in the interior of Dy.

Remark 3.3 (Extension of some parts in the proof of Lemma 2.1) We consider \I/;, (—o0) =
limg_, _oo Wy (s) (this limit is well-defined because W}, is monotonic by the convexity of
Wy). Then, for z > \Ilg,(—oo), one can check that the equation 7z = A’Y (s) has solution
s = §;, and we have

Ay (2) = z5; — Ay (5;).
On the other hand, for z < \Ilg, (—00) one can check that

Y@ = lim sz— Ay(s),
§—>—00

which is finite for z = W}, (—o0) and infinite for z < W, (—00).

Remark 3.4 (On the essential smoothness of Ay) In general, if s belongs to the interior of
the set where Ay (s) < 00, we have

Ay (s) = Wy (A(s; Ay WA (55 2, ).

Then, if we refer to Condition 1, we have two cases.

_ ’ (Vr—/It)? . .
1. If Dy =R, then we have to check that Ay (s) 1 co as s § ——>—. This statement is
true because A’(s; A, () 1 0o and W}, (A(s; A, u)) tends to a positive limit.
2. If we have Dy = (—00,5) or Dy = (—o00,5] for some 5 € (0, c0), then we take
_ 2
so = ATL(E A, w) A M and we have to check that A’Y(s) t ooass 1 osg. If

_ 2
S0 = M then we can conclude following the lines of the previous case (Dy =

R). If so = A™L(5; A, w), we also require the condition Wi (s) 1 ooass 1§, and then
we have A/, (s) 1 oo because W}, (A(s; A, 1)) 1 oo and A’(s; A, i) tends to a positive
limit.

We continue with some further comments and, from now on, we assume that \Ilg, 0) > 0;
note that this condition holds for the examples tabulated above. Moreover we assume to
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have the hypotheses of Propositions 3.3 and 3.4 that guarantee the validity of the LDPs
stated in those propositions. It is known that A} (z) = Oif and only if z = Z := A/Y(O) =
WL (0)A'(0; A, w), and I1(z; ) = 0if and only if z = 2} := rA’(0; A, ). So, if we take
r = W, (0), we have Z = z, both rate functions A} and I (-; r) uniquely vanish at Z, and
therefore both % and % converge to same limit Z (as x — 00). Thus, in this case, it is
interesting to find inequalities between rate functions (when z belongs to a neighborhood
of Z, except z = Z) to say that we have a faster convergence in the case governed by the
(locally) larger rate function.

We start noting that Wy (s) > \IJ;,(O)S by the convexity of Wy and by Wy (0) = 0; thus

we obtain
Ay(s) > Wy (0)A(s; A, p) forall s € R
_ 2
(in fact, if s > M, we have Ay(s) = \IJ;, (O)A(s; A, u) = 00). So we easily obtain
the following inequality between rate functions:

Ay(2) = SuDg{sz — Ay(s)} < Suﬂg{sz — Wy (0)A(s; &, )} = I1(z; Wy (0)).
NS NS

A\I//y(O))c

In conclusion the rate function which governs the LDP of { x> 0} cannot be

A .. .
smaller than the one for the LDP of { % x> 0} ; this is not surprising because we expect

to have a faster convergence (to Z as x — 00) when the perturbation of the initial position
is deterministic.

We also remark that, under suitable conditions (for instance if Wy is strictly convex,
as happens for the tabulated examples above), we have the strict inequality A} (z) <
1 (z; W;,(O)) except for the cases in which both A’;(z) and 7 (z; \Ilg, (0)) are equal to zero
(i.e. if z = 2) or to infinity (i.e. if z < W} (—00)).

As a final comment we also briefly discuss the comparison between the second deriva-
tives of the rate functions at z = Z; indeed a larger second derivative corresponds to a locally
larger rate function in a neighborhood of z, except z = z. We have

1
AO)  WHO)(A(0; 4, 1))? + Wy (0)A”(0; &, 1)

(A (Ay(0) =

and
1

PATO; 2y 1)

thus, if we set r = \IJ;(O) in the last equalities, we get

(AY)'(2) < I{ (2 Wy (0))

(A O h, p)sr) =

by the convexity of the function Wy which yields W (0) > 0. Actually in several common
cases we have the strict inequality (A})"(2) < I{(Z; ¥} (0)) because A’(0; A, 1) > 0 and,
as happens for the tabulated examples above, ¥} (0) > 0.

4 Asymptotic Results Under the Scaling 2

Throughout this section we set A = Bu for some B > 1 and x > 0. We start with the
standard large deviation result.
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Proposition 4.1 (LD as © — o0) Assume thato > 1 — \/% Then the family {Ax (B, 1) :

w > 0} satisfies the LDP with speed |, and good rate function I defined by I>(z) =
xA*(z/x; B, 1).

Proof 1t is easy to check (by taking into account Remark 2.1) that
1 .
lim —logE [e‘“A»‘(B“'“)] =xA(s; B, 1) (forall s € R).
H—00 1L
Then, by taking into account Remark 2.2, the desired LDP holds by a straightforward
application of the Girtner Ellis Theorem. In fact the governing rate function /5 is defined by

I(z) :=sup{sz — xA(s; B, D} = x sup{sz/x — A(s; B, D},

seR seR
and this coincides with the rate function in the statement of the proposition. O
Note that A,(Bu, u) converges to zp = x% almost surely as @ — oo (in
fact the rate function I uniquely vanishes at zp). Moreover zo = xA’(0;B,1) =
lim,— oo E[A, (But, )]. Finally z> can be seen as the abscissa of the intersection (in the Xy
11
plane) of the lines y = 0 and y = x + P~ %3
B th

Remark 4.1 (A version of Proposition 4.1 with exposed points) Here we discuss what hap-
pens when we consider the inequality ¢ < 1 — \/% in Proposition 4.1. In this case we still

have to consider some items in the second part of Lemma 2.1 (as in Remark 3.2) and, by
the Gartner Ellis Theorem, we have

1
limsup—log P (Ay(Bu, ) € F) < — inf x A*(z/x; B, 1, @) for all closed sets F
n—oo M zeF

and
1
liminf—log P (A (Bu, u) € G) > — inf xA*(z/x; B, 1, ) for all open sets G
H—>00 L zeGNE

where £ = (xZ(B, 1, a), 00) is the set of exposed points of x A*(-/x; B, 1, «). Note that
xZ(B, 1, @) > z3, and therefore both x A*(-/x; B, 1, @) and I, uniquely vanish at z5.

Now we present the moderate deviation result. As it typically happens, we have a class
of LDPs governed by the same quadratic rate function (i.e. I5). Moreover this class of LDPs
fills the gap between a convergence to zero and a weak convergence to a centered Normal
distribution; see Remark 4.2 for some details and comments.

Proposition 4.2 (MD as © — o0) For every family of positive numbers {g,, : p > 0} such
that

ey — 0and pe, — oo, (6)
the family { /e (Ax B, w) — E[Ac B, w)]) 1 0 > 0} satisfies the LDP with speed

1/ey, and good rate function I defined by hiz) = WSBI)’ where A"(0; B, 1) =

8p
B-D*
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Proof 1Tt suffices to show that

lim
n—o0 1/gy,

_ A"(0; B, 1
logIE[ ar VI (A (Bpe, ) IE[AX(B/L,/L)])] %82 (for all s € R);

in fact the limit is a finite and differentiable function (with respect to s € R) and, noting that
{ xA"(0; B, 1) 2
T R

the desired LDP is a straightforward application of the Gartner Ellis Theorem.
We remark that

I (z) = sup

} (for all z € R),
seR

log E [ei«/ﬂgu(A,v(BMvﬂ)_E[Ax(BIMVV)])]
1/ey

s AL (Buge) SN
=&y <1Og]E[e Ve ] — E[A; (B, M))

moreover
7\/'7 Ay L Ay 2 Axp 1
logE |:e5¢‘97‘ .(BMJI«)] — logE [ew .(BMJI«)] _ logIE[eW (B, )]

where the last equality holds by the expressions of the moment generating function in
Remark 2.1 and by Eq. 3; then, since J;Tﬂ is close to zero for p large enough, it is easy to
check that

lim
u—oo 1/gy,

. s S
= l A — P, 1 — E AJC N
Jim e, (xu ( = B ) N [A,(Bu M)])
) s s
= ,u,]Lmoo j22m <XA (/,LSM’ Bv 1) WIE[AX(BNN //L)]) .

Now we take into account the Mac Laurin formula of order 2 for the function A(-; B, 1),
and we have

log E I:eﬁ«//’veu(Ax(Bﬂsﬂ)*E[Ax(B/‘aﬂ)D]

lim
H—>00 1/8/4

L . s xA”(0; B, 1) 52 52
= Jim_pen ((xA (0: B, D—E[A+ (B, 10)]) N + 5 e +0<us#)

log E [e ia/ueu (Ax (Bue, ) —E[Ax (Bu,u)])]

where, by the mean value in Eq. 4,

B+1 24+aB+Dux 2
xA"(0; B, 1) —E[A By, w)] =x - - :
P R a(B— D
thus

lim logE [eiV“8"(Ax(Bﬂvﬂ)*E[Ax(Bu,u)])]

oo 1/,
OB Do W () A OB D
- 2 w=oo aB—Lym e, ) T 2

O
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Remark 4.2 (Typical features on MD in Proposition 4.2) The class of LDPs in Proposition
4.2 fills the gap between the two following asymptotic regimes as ;& — 00:

e the convergence to zero of A,(Bu, u) — E[Ax(Bu, u)] (case g, = 1/p);
® the weak convergence of /i(A,(Bu, n) — E[A,(Bu, 1)]) to the centered Normal
distribution with variance xA”(0; B, 1) (case £, = 1).

In both cases one condition in Eq. 6 holds, and the other one fails. We also note
that, by taking into account the variance expression in Eq. 4, we have xA”(0; B, 1) =

limy, 0o wVar[Ax (B, )1

‘We conclude this section with another moderate deviation result, which will be stated in
Proposition 4.3. Namely we mean a class of LDPs that fills the gap between two asymptotic
regimes, as ;4 — 00, as in Proposition 4.2; more precisely the convergence to a constant,
and the weak convergence to a suitable non degenerate limit law (this will be explained in
Remark 4.4 below). In some sense we have a non-central moderate deviation result because
the limit law is non-Gaussian; actually, as shown in the next Lemma 4.1, we deal with a
family of equally distributed random variables and therefore the weak convergence trivially
holds.

Lemma 4.1 (A weak convergence result as u — o0) The random variables
{,qu/u Bu, ) - > O} are equally distributed.

Proof The result can be easily proved by taking the moment generating function of the
involved random variables, and by referring to the formulas presented in Remark 2.1. One
can easily check (we omit the details) that, under every condition on « stated in Remark
2.1, we have the same moment generating function for every random variables of the family
{mA/u B, ) : > 0} (in fact it does not depend on ). O

Now we can prove the non-central moderate deviation result.

Proposition 4.3 (Non-central MD as u — o0) Assume that o > 1 — \/% Then,
for every family of positive numbers {g, : pu > 0} such that Eq. 6 holds, the family
{,us,LAx/(MSM)(B,u, w) T u > O} satisfies the LDP with speed 1/¢,,, and good rate function
I (presented in Proposition 4.1).

Proof We want to apply the Girtner Ellis Theorem. So we have

lOgE I:eﬁﬂé‘/tAx/(/isu)(Bﬂwﬂ)] =g, IOgE I:eX[,LAX/(“EM)(B,u”u)]

1/e,
X/ (ep) A(s s Bre, ) N Bu— 2
£u log 20Bpe ¢ forsp < M
2B (=D +Bputn—2s put/ (Brtpu—2s 1) —4Pu>
o0 otherwise

zaBe.xA(x;B,l)/s“

I
€n 08 2B(a@—1)+B+1-25++/(B+1—25)2—4p

00 otherwise;

/B-1?

fors < 5
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then

1 s
lim - logE [e w “S'LA*/W)‘B“’“)] — xA(s; B, 1) (forall s € R),
u—o0 1/g,

and, by Remark 2.2, the desired LDP is a straightforward application of the Girtner Ellis
Theorem. O

In the next remark we follow the same lines of Remarks 3.2 and 4.1.

Remark 4.3 (A version of Proposition 4.3 with exposed points) Here we discuss what hap-
pens when we consider the inequality ¢ < 1 — \/% in Proposition 4.3. In this case we still

have to consider some items in the second part of Lemma 2.1 (as in Remarks 3.2 and 4.1)
and, by the Girtner Ellis Theorem, we have

lim sup log P(MSHAX/(M“)(B,U,, n) € F) < —inf xA*(z/x; B, 1, @) for all closed sets F
=00 En zeF

and

lim inf log P A ) €G) > — inf xA* ; B, 1, ) for all sets G
/11131&1) » og (,u,sﬂ x/(ﬂgﬂ)(Bu 1) )_ ZE1é;1ﬁ€x (z/x; B, 1, @) for all open sets

where £ = (xZ(B, 1, @), o) is the set of exposed points of x A*(-/x; B, 1, @). Note that
xZ(B, 1, @) > z2, and therefore both x A*(-/x; B, 1, @) and I uniquely vanish at z5.

We conclude with the analogue of Remark 4.2, where we also give some comments on
the limit of the scaled variance.

Remark 4.4 (The analogue of Remark 4.2) The class of LDPs in Proposition 4.3 fills the
gap between the two following asymptotic regimes as u — oo:

e the convergence of A,(Bu, 1) to xA’(0; B, 1) (case g, = 1/u), which follows from
the LDP in Proposition 4.1;

e the weak convergence of A/, (Bu,n) to Ac(B, 1) (case &, = 1) proved in
Lemma 4.1.

In both cases one condition in Eq. 6 holds, and the other one fails. We can also provide the
following limit for the scaled variance (where we take into account the variance expression
in Eq. 4):

. 1 "y,
Jim Evar (18 Axj(ue,) B, )] = xA”(0: B, 1).
Thus the variance of the equally distributed random variables in Lemma 4.1 (and therefore
the variance of the weak limit A, (B, 1)) can be expressed as

4B + 2Bxa® 4+ 20 — 1)

Var[A: (B, D] = B e

= Ao, B) + xA"(©0; B, 1),
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where xA”(0; B, 1) is the limit value obtained above, and A(e, B) := % > 0;
moreover A(a, ) tends to zero as B — oo.

5 Numerical Estimates by Simulations

In this section we refer to the asymptotic Normality result under the scaling 2 stated in
Remark 4.2. We present numerical values obtained by simulations to estimate 3; actually
we assume that B > P for some known By > 1. In the final part we also present some
figures concerning sample paths for some § > 1.

We denote the standard Normal distribution by ®. Then, for every § > 0, we have

8 8
Tim P (A, 1)~ ELAL Byt 0] = Ac B )+~ ) w2 )
im ( B, N B, B, N ( I 1)3)

(BS_Bf)3 (o (1“) for some £ € (0, 1), the above limit is equal to £.

Thus we can consider the following approximated confidence interval for E[A, (Bu, )] at
the level ¢, when p is large:
-1 (14¢
8px @ (T)

B-D>  u

We already remarked just after Proposmon 4.1 that

so, if we choose § =

A (Bu, ) SUP

1
lim E[A, By, j0)] = xA'(0: B. 1) = x b1
—>00 B —1
thus, for 1 large enough (i > po, say) the approximation E[A, (B, ;)] ~ xBr
. 8Px 8Box
can be adopted. Moreover, since supg..g, B-17 = ([30701)3’ the above approximated

confidence interval can be specified as follows:

—1(14¢
8Bx P (T)
Bo-D3  vm
Then we can obtain numerical values for this confidence interval by performing simulations
of Ay (Bu, n). Specifically, the validate simulations of A, (Bu, 1) are those performed for
selected values of J3, i.e. for chosen values § = B, > Po > 1, for which the fraction of
sample paths such that

Ax(Bu, w) £

XB*+1
B —1

e * (%) 2 sy [ B d)l(]y)),

A Bogt 1) — ,
e( R T s R Bo—1° Ji

where A, (B, 1) is the simulated sample mean, is at least £; this is also equivalent to say

that
xB*+l_ 8Box e <1#> <Z(B )<xB*+1+ 8Box e (1#>
Be—1 VBo-1’ & A = T G- JE

(M
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Table 1 Numerical approximations for the confidence interval for B varying o

o n B x Ezf} A Bapt, 1) Confidence interval (8) Point estimation (9)
0.7 1000 1.75 3.6 5.15575 (1.349423,1.772864) 1.481261
0.8 1000 1.75 3.6 4.496909 (1.394876,2.03684) 1.571934
0.9 1000 1.75 3.6 4.03037 (1.434939,2.367616) 1.659985
0.925 1000 1.75 3.6 3.92666 (1.444975,2.472007) 1.683373

Thus, when w is large, B can be estimated by the following items.

— eI (Lt
® The confidence interval at the level £, when x < Ay By, ) — ./ (Biﬁff)3 M:

1+¢

L .
RO i e SN SRS e e

— — o1 (14t T o1 1t
Ax(B*Ma w) + v/ (BiB—O])3 % —X Ax(B*IM n) — \/ (Biﬁ_of),z % - X

® The point estimation:

Ac(Bap, ) + x
ArBipo ) —x

Moreover, in addition to these estimators, the meaningful information carried by these
simulations concern both p and B, for which the inequality (7) is satisfied.

Now we are ready to present some numerical values. In all cases we perform simulations
by setting x = 1 and By = 1.25; furthermore, the size of simulated sample paths is 103 and
the confidence level is £ = 0.95.

We conclude with some comments, and we also refer to the figures presented below.
In Table 1, we have increasing values of « and we find decreasing values of the sample
mean A, (Bsu, 1) (as expected) that tends to the asymptotic value x g:f} Furthermore,
we find also increasing values of the point estimate (9) and wider confidence intervals. In
Table 2, for increasing values of p, we find quite stable values for A, (B, u) and the
point estimation (9). Moreover we obtain more and more narrow confidence intervals as i
increases. In Table 3, it appears evident that, for increasing values of [, the values of the
sample mean A, (B, 1) become more accurate estimations for the corresponding values

of x BIJ_F} , whereas the right endpoints of the confidence intervals are less accurate. We also

(€)]

Table 2 Numerical approximations for the confidence interval for B varying

o " B x % A (Bp, 1) Confidence interval (8) Point estimation (9)
0.9 1000 2 3 3.297049 (1.517462,3.743193) 1.870682

0.9 5000 2 3 3.292031 (1.66817,2.257219) 1.872588

0.9 10000 2 3 3.292868 (1.717179,2.112946) 1.87227

0.9 20000 2 3 3.291491 (1.756974,2.030459) 1.872794
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Table 3 Numerical approximations for the confidence interval for B varying B,

o " B x g:f} A PBapt, 1) confidence interval (8) point estimation (9)
0.8 1000 1.5 5 6.128791 (1.298652,1.561668) 1.389955
0.8 1000 2 3 3.678367 (1.470994,2.80116) 1.746724
0.8 1000 2.5 23 2.860925 (1.583278,7.827018) 2.074734
0.8 1000 2.75 2.142857 2.626983 (1.625987,34.89173) 2.229269

remark that, in all tables, the estimated values based on the point estimation (9) are less than
the corresponding set values of PB.

From Tables 1-3, and all performed simulations results, we can say that the numerical
strategy to obtain the above estimates is reliable for high values of «. This is easily under-

standable because the above estimates are reliable in a neighborhood of the asymptotic value
alently, for high value of absorbing probability o (compare Fig. 1 and left side of Fig. 2).
Furthermore, as far as the value u is concerned (i.e. the value such that we can obtain reli-
able estimates, at the confidence level 0.95, when u > ), we can take o = 1000. The
results in Table 2 show that the approximation of the confidence interval improves as p
increases. Finally we also stress that all these numerical values provide indications on the
true value of B under the scaling 2 for finite values of u (instead of asymptotic results as
n— 00).

We conclude with some brief comments on Figs. 1-2. They show that sample paths of
the process for different choices of values for parameters u, o, B. In Fig. 1 it is possible
to observe how the paths change for different values of u. In Fig. 2 we consider different
values of « and B; in particular, we set & = 10 because the effect of different values of «
and B on the sample paths appears more evident.

(for high value of u, i.e. for high rate of downward steps) or, in some sense equiv-

Fig. 1 Sample paths for different N
values of u, for o« = 0.9 and A
B=125

0.8 1.0
1 1
==

0.4

0.2

0.0
|
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Fig.2 Left: sample paths for different values of «, for x = 10 and B = 1.25. Right: the same varying B, for
nw=20anda =09
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